HOUSE BUDGET COMMITTEE

Democratic Caucus

The Honorable John M. Spratt Jr. # Ranking Democratic Member

214 O’Neill HOB # Washington, DC 20515 # 202-226-7200 # www.house.gov/budget _democrats

May 21, 2001

Congressional Budget Office Confirms
Bush Budget Spends the Medicare Surplus

Dear Democratic Colleague:

Ever since the Bush budget was presented, Democrats have contended that it would invade the
Medicare surplus, contrary to Republican promises they would protect 100 percent of the Medicare
surplus. (Republicans even voted unanimously for that requirement in H.R. 2, the Medicare
Lockbox bill, which passed the House by 407 - 2 on February 13.) Now, CBO’s reestimate of the
President’s budget (“An Analysis of the President’s Budgetary Proposals for Fiscal Year 2002,”
May 2001) demonstrates that our contention is well founded.

CBO’s figures show that, if the President’s budget were enacted, the federal government would
spend into the Medicare surplus in 2005, and would come perilously close in other years. This
year, CBO projects a non-Medicare, non-Social Security surplus of $92 billion; under the
President’s budget, the surplus would never again be that large within the ten-year budget window.

This is not an issue of mere symbolism; the dissipation of the budget surplus has real consequences.
First, it reduces the nation’s savings, and thereby makes the economy weaker as the retirement of
the baby-boom generation approaches. The entire story of the strong economy of the 1990s was an
increase in national saving, a resultant reduction in interest rates, and a boom in business investment
which increased output and made workers more productive. The Bush budget would turn away
from the very factors that gave us the surplus in the first place.

Second, and perhaps even more disturbing, the Bush budget would throw away a priceless
opportunity to fix Social Security and Medicare. If the nation is to avoid the need for Social
Security and Medicare benefit cuts or tax increases, then it must have additional resources to fill in
the actuarial shortfall in those programs. Under the Bush budget, there would be a shortfall in
2005, and virtually no surplus in 2006 — even before considering the President’s soon-to-be-
proposed defense buildup. Even if the budget figures fully match the administration’s projections,
there will be almost no resources available until well after the President leaves office — and well
after the baby boom begins to collect Social Security benefits, and claim health insurance under
Medicare.

Sincerely,

John M. Spratt, Jr.
Ranking Democratic Member
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